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Fee to Be Charged for IRS Offers in Compromise
Program
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Beginning Nov. 1, the Internal Revenue
Service will charge a $150 application fee to
process offers in compromise. The IRS said
that it expects that this fee will help offset the
cost of providing this service, as well
as reduce frivolous claims.
The law authorizes federal agencies to charge fees to defray the costs
of providing certain services.
Guidelines encourage such fees for
benefits beyond those provided to the general
public, according to the Service. The IRS said
it anticipates the fee also will reduce the number of offers that are filed inappropriately—
for example, solely to delay collection—
enabling the agency to redirect resources to
the processing of acceptable offers.
“The application fee will provide funding
to recover some of the costs associated with
the offer in compromise program and reduce
the number of inappropriate filings,” said Dale
Hart, Commissioner, Small Business/SelfEmployed Division.
An offer in compromise (OIC) is an

agreement between a taxpayer and the IRS
that resolves the taxpayer’s tax liability. Under
certain circumstances, the IRS can settle federal tax liabilities by accepting less than full
payment. To submit an OIC, a taxpayer
must use the May 2001 version of the
Form 656 “Offer in Compromise”
package.
The IRS noted that all taxpayers
who file an OIC will have to pay the
application fee with their submission unless
the offer is based solely on doubt as to liability, or the taxpayer’s total monthly income
falls at or below income levels based on the
Department of Health and Human Services
poverty guidelines. Taxpayers who claim the
poverty guideline exception must certify their
eligibility using Form 656-A, “Offer in
Compromise Application Fee Instructions and
Certification.”
Form 656-A, which will not be accepted
by the IRS before Nov. 1, will be available on:

IRS Chooses New
Privacy Advocate

Privacy Advocate is part. “As technology
enables the IRS to modernize, privacy
becomes an ever more important issue.”
Bernstein, an attorney, has special expertise in information policy and electronic commerce, including data protection, privacy
compliance and electronic signature law. She
comes to the IRS from the private sector,
where most recently she was a consultant in
information policy and administrative law.
Before that, she was an associate at a law
firm.
Previously, she was a Senior Policy
Analyst at the Office of Management and
Budget. During her nine-year tenure,
Bernstein was responsible for reviewing a
wide variety of agency regulations, ensuring
compliance by federal agencies with the
continued on page C2
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The Internal Revenue Service has appointed
Maya A. Bernstein as the agency’s Privacy
Advocate. The Privacy Advocate develops
policies to protect taxpayer and IRS employee
privacy and ensures that they are integrated
into all IRS practices and modernization
efforts. The Privacy Advocate job also
includes ensuring that taxpayers and employees are aware of their privacy rights.
“We are fortunate indeed to have someone with Maya’s level of expertise directing
the IRS’s privacy office,” said David R.
Williams, Chief of the Communications and
Liaison division, of which the Office of the

www.irs.gov
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continued from page C1—New Privacy Advocate
Administrative Procedure Act, Regulatory Flexibility Act,
Paperwork Reduction Act and the policy of the President. She was
also OMB’s lead analyst on privacy policy and, in that capacity,
routinely advised attorneys throughout the government on implementation of the Privacy Act of 1974. She has taught courses and
lectured on privacy.

IRS Newsletters
The IRS is now publishing
the Digital Dispatch
weekly instead of biweekly.
The Digital Dispatch is a
newsletter for tax professionals e-mailed to 100,000
subscribers, free of charge. It provides subscribers with important upcoming tax dates
and events, summaries of and links to IRS
news releases, alerts and all of the week’s
technical guidance: announcements, notices,
revenue procedures and rulings.
Other electronic subscriptions include:
• e-News For Tax Professionals, an elec-

Bernstein earned a Juris Doctor, cum laude, from the
Washington College of Law, American University, pursued graduate study in the program on Science, Technology and Society at the
Massachusetts Institute of Technology, and earned a Bachelor of
Arts from the University of Michigan with honors. She is admitted
to the bars of California and the District of Columbia.

tronic mail service designed to provide
localized, targeted and immediate information for tax professionals in each
state.
• IRS Newswire e-mails news releases to
subscribers from the National Media
Relations Office.
• IRS Tax Tips provides daily e-mails of
tax information to subscribers during tax
season (Jan. 1–Apr. 15) and periodically
during the rest of the year.
• Employee Plan News is a newsletter
about current developments and upcoming events within the retirement plan
arena that is e-mailed to subscribers,
quarterly.

IRS Focus on the Auto Sales Sector
According to the Internal Revenue Service, there has been a rise in
recent years of scams and frauds involving the automotive sales
industry. In some cases, criminals have knowingly helped drug traffickers in money laundering, while in other instances they have submitted false loan information to financial institutions to obtain car
loans. Tax fraud investigations are a key element in the Service’s
efforts in this area. In fact, the IRS says it has initiated 280 investigations of people involved in this industry in the last three and a
half years.
The IRS says that special agents of IRS Criminal Investigation

• Tax Stats Dispatch Mailing List provides
announcements about the most recent
tax statistics.
• SB/SE Mailing List provides information to subscribers about IRS outreach
products and programs for small businesses and self-employed taxpayers.
• FSLG Newsletter is e-mailed periodically
to subscribers to provide information
about current developments and upcoming
events of interest to government entities.
• ”Quick Alerts” e-file Messaging System
carries updates on processing delays.
For more information, go to:
www.irs.gov

have investigated and recommended for prosecution numerous people involved in this industry. The investigations may range from tax
evasion to employment tax fraud to money laundering conspiracies
to violations of the Bank Secrecy Act, the Service says. In addition,
the IRS has more than 1,000 open audits of the tax returns of new
and used car dealers for a variety of issues.
The IRS has put together information on problems in the
industry, including case studies of related court cases. To learn
more, go to:
www.irs.gov/newsroom/article/0,,id=112507,00.html

Planning for the Worst
Write CPA Letter Articles, Receive CPE Credit
The CPA Letter public practice supplements encourage readers
to share information and experiences through bylined articles on
subjects of interest to your fellow practitioners. Moreover, if the
topic fits our editorial calendar and your article is featured, you
may claim continuing professional education credits for the
time you spent preparing the article (in accordance with the
Joint AICPA/NASBA Statement on Standards for Continuing
Professional Education, revised as of Jan. 1, 2002). The first
step is to submit article topics for approval to:

Do your clients have adequate disaster plans? In a
recent survey, CFOs were
asked, “Does your company
currently have a business
continuity plan in place in
case a catastrophic event
impacts your firm’s operations?” Their responses:

Yes
57%

No
36%

adennis@aicpa.org
Source: Robert Half
Management Resources

Don’t know/No answer
7%

Published for AICPA members in small firms. Opinions expressed in this supplement do not necessarily reflect policy of the AICPA.
Anita Dennis, supplement editor
Ellen J. Goldstein, CPA Letter editor
973/763–2608; fax 973/763–7036; e-mail: adennis@aicpa.org
212/596–6112; egoldstein@aicpa.org
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Measuring a
Government’s Financial
Health and Success
This article is based on a session presented
by Frank Crawford and Mike Crawford,
Crawford & Associates, at the 2002 AICPA
National Governmental Accounting and
Auditing Update Conference. It was
reported by Treba Marsh.
Financial statement users can be broken
down into four groups:
• Citizens/public.
• Management/governing bodies.
• Oversight agencies.
• Bondholders/creditors.
The information in a government’s
financial statements provides useful
insights into the government’s financial
health and success, but not without some
financial analysis.
Using financial statements issued under
Governmental Accounting Standards Board
Statement No. 34, Basic Financial
Statements—and Management’s Discussion
and Analysis—for State and Local
Governments, Crawford & Associates has
developed a set of ratios that allow all users
of financial statements to quickly obtain a
broad understanding of a governmental
entity. This format is patented as the
Performeter™. Several governmental entities have received the Performeter analysis
and reading, including the City of Guymon,

Okla.; Oklahoma City; the State of
Oklahoma; Rose State College; and Washoe
County, Nev. For more information and a
list of governments that have received the
Performeter analysis and reading, go to:
www.crawfordcpas.com
The Performeter uses ratios of a government’s post-GASB 34 financial statements to provide a numerical value representing financial health and level of performance. The Performeter is presented as a
solution to communication problems with
lay people. The value is based on a 10-point
scale, with 10 representing excellent health
and the highest level of performance, while
five represents satisfactory and zero indicates poor financial health and performance. The Performeter report presents in
simple, understandable laymen’s language
the financial information targeted to management and governing bodies, so that it is
easily understood by other groups.
Common-size ratios are used to compare
changes in and distribution of financial
statement elements to prior periods and to
other governmental units by using percentages rather than dollars. Common-size
ratios put financial data in a form that can
be compared with other governments
regardless of size differences.
Ratios covered in the Performeter
include liquidity, solvency and funding. To
be meaningful, all ratios need an explanation and a benchmark for comparison. Many
governments prepare trend analyses as a
way to track their financial success. The

Resources and CPE Products on Fraud
Prevention and Detection
• New: Corporate Ethics for Financial Managers: Navigating with
Case Studies and Practical Solutions (No. 029880CPA10). A
series of nine case studies that illustrate real-world ethical dilemmas and application of values consistent with the high standards
of the profession. Price: $49 members/$61.25 non-members.
• New: Financial Reporting Fraud: A Practical Guide to
Detection and Internal Control (No. 029879CPA10). This guide
provides illustrations and examples of fraud concepts in addition
to referencing research findings and authoritative literature.
Price: $49 members/$61.25 non-members.
• New: Revenue Recognition: Guidance, Implementation, and
Fraud Concerns (No. 181200CPA10) provides guidance in identifying the differences between aggressive accounting and financial fraud and the point at which aggressive accounting practices
become fraudulent. Prerequisite: Basic knowledge of accounting
principles related to revenue recognition. Recommended CPE

Performeter asks a question for each ratio in
very understandable laymen’s terms,
explains the question in common language
and answers the question using graphs and
comments. The ratios are more meaningful
if governmental activities and business
activities are separated. In addition, states
should be broken into component units.

A User-Friendly Approach
As an example, one ratio included in the
Performeter covers intergenerational equity.
This is a measure of whether the government lived within its means in the measurement year, was required to use prior year
resources to fund a portion of current year
costs, or shifted the funding of some current year costs to future periods. The question asked is: Who’s paying for this year’s
services—current, past or future recipients
and taxpayers? A good presentation would
include a graph to provide answers for the
current year and enough prior years for
comparison and trending. In addition, it
would include a concise explanation in laymen’s terms of the graph.
It’s possible to follow the Performeter
or give simple explanations for financial
results in a question and answer format
with visual aids and concise explanations.
Perhaps both methods are partial answers to
GASB’s desire to make governmental
financial statements more user friendly.
Treba Marsh is Associate Professor and
Chair, Department of Accounting, Stephen F.
Austin State University, Nacogdoches, Tex.

credit: 6. Level: Intermediate. Format: 100-min. VHS tape/manual. Price: $128 members/$160 non-members.
• SAS No. 99: Consideration of Fraud in a Financial Statement
Audit (No. 060701CPA10). Price: $15 member/$18.75 nonmember.
• Fraud Detection in a GAAS Audit—SAS No. 99 Implementation
Guide (No. 006613CPA10) provides detailed information, examples and best practices for implementing SAS No. 99. Price:
$68.80 member/$86 non-member.
• Fraud and the Financial Statement Audit: Auditor
Responsibilities Under New SAS (No. 731810CPA10, text; No.
181810CPA10, videocourse). Recognize how the new fraud
standard differs from the prior standard and the effect on your
audit experience. Prerequisite: None. Estimated CPE Credit: 8,
text; 9, videocourse. Level: Intermediate. Format: Text or 120min VHS tape/manual. Price: $119 member/$148.75 non-member, text; $148.80/$186, videocourse. Also available in DVD format (No. 181820CPA10). Recommended CPE Credit: 9;
continued on page C4
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continued from page C3—Fraud Resources
Format: 135-min. DVD/Manual. Price: $149 member, $186.25
non-member.
• Fraud and the CPA (No. 731730HSCPA10). This interactive
self-study course from the AICPA and the Association of
Certified Fraud Examiners will help CPAs deepen their fraud
knowledge, enhance professional skepticism and improve decision processes. Prerequisite: None. Estimated CPE Credit: 8.
Level: Basic. Format: CD-ROM. Price: $119 member/$148.75
non-member.
• AICPA reSOURCE: Accounting and Auditing Literature–ORS
(No. ORS-XX). Available only through full subscription. Price:
$395 member/$1,195 non-member.
• The CPA’s Handbook of Fraud and Commercial Crime
Prevention (No. 056504CPA10) is designed to help CPAs manage the risk of fraud. Price: $180 member/$225 non-member.
• How Fraud Hurts You and Your Organization is a free one-hour
corporate governance training program developed by the AICPA
and the Association of Certified Fraud Examiners. View the program from www.aicpa.org/antifraud. Or, order the program on

XBRL International Conference
“XBRL In Use: Tools, Technologies and
Solutions,” is the theme of an international
conference to be hosted by the AICPA,
XBRL U.S. and XBRL International in
Seattle in early Nov. The conference, which
is geared to the accounting, publishing,
analyst, software, investor and regulatory
sectors, will cover the development and use
of XBRL.
Speakers will include David Odell,
CFO of Hyperion; Susan Strausberg, president and CEO of Edgar Online; and Tim
Bray, co-inventor of XML. Other conference speakers will include XBRL leaders
from the accounting institutes around the
world, professional services firms, financial
institutions, software companies and both

CD-ROM from the Member Satisfaction Center (No.
056513HSCPA10; $8 shipping & handling fee applies).
To order any of these products:
888/777–7077
memsat@aicpa.org
• The AICPA Antifraud and Corporate Responsibility Resource
Center is an online resource devoted to the prevention, detection
and investigation of fraud. Visit:
www.aicpa.org/antifraud
• Management Antifraud Programs and Controls: Guidance to
Help Prevent, Deter and Detect Fraud. This set of recommendations, developed by seven professional associations to help
boards of directors, audit committees and management prevent
and root out fraud, can be accessed at:
www.aicpa.org/antifraud/management/

national and international government
agencies that are developing systems using
XBRL.
Presenters will highlight applications
and pilots at the FDIC, stock exchanges,
government tax authorities and other institutions around the world. In addition, technology firms will provide hands-on demonstrations of their tools and services available to help companies begin to use XBRL
to accelerate their business reporting and
financial information integration needs.
XBRL (eXtensible Business Reporting
Language) is an XML-based, royalty-free
open framework for the exchange of business information that encompasses both
internal and external reports and analysis.
XBRL has been developed collaboratively
by more than 200 of the world’s leading

IASB Publishes Proposal on Macro Hedging
The International Accounting Standards Board has published
proposals to improve the implementation of IAS 39,
Financial Instruments: Recognition and Measurement. The
proposals are set out in an exposure draft of proposed
amendments to IAS 39. If adopted, the proposals would
enable fair value hedge accounting to be used more readily for a
portfolio hedge of interest rate risk (sometimes referred to as
“macro hedging”). The ED retains the basic principles behind IAS
39 while aiming to reduce the cost of compliance, the IASB says.
IAS 39 (along with U.S. and Japanese standards) is one of the
three broadly similar approaches in accounting standards that provide comprehensive guidance for the accounting for financial instruments. The IASB says that the need for such guidance is driven by
the increasingly prevalent use of financial instruments for both risk
management and other operating purposes. At the end of 2002, the
Bank for International Settlements estimated that the total estimated

www.cpa2biz.com/store

companies, organizations, regulators and
government agencies. For more information, go to:
www.xbrl.org
The conference will take place Nov.
3–7 at the Marriott Waterfront Hotel in
Seattle. To register online, or to access the
full conference brochure, program, speakers’ bios and information on XBRL
International, go to:
www.xbrl.org/seattle
To learn more about the conference,
contact Marisa Chung at the AICPA:
212/596–6080
mchung@aicpa.org

notional amount of over-the-counter derivatives contracts
stood at $141.7 trillion, and the gross market values of those
contracts was $6.4 trillion. Without a standard such as IAS
39, the IASB says, investors would not know about a company’s use of derivative contracts. Financial instruments
would be shown in a company’s financial reports either at
cost—which is generally zero—or not at all.
The IASB says that the release of this ED is part of the board’s
continuing process of improving and easing the implementation of
IAS 39, a standard developed over a 12-year period by the IASB’s
predecessor International Accounting Standards Committee. The
IASB published its first round of proposed improvements for public
comment in June 2002.
Comments on the ED are due by Nov. 14. The proposal can be
found on the IASB Web site at:
www.iasb.org.uk

